FEDERAL PIONEER LIMITED ANNUAL REPORT 1976 


Federal Pioneer Limited is a 
national organization in every 
sense. 


As the map above indicates, 
factories are located in seven 
of the ten provinces with sales 
offices in all principal cities. 


@SALES OFFICES 
™ PLANTS 


©1541 Barrington Street, Halifax 
Nova Scotia B3J 1Z5 


= P.O. Box 700, Willow Street 
Truro, Nova Scotia B2N 5E5 


eP.O. Box 2698 
Moncton, New Brunswick 
E1C 8T8 


©2900 Quatre Bourgeois Street 
Suite 103 
Ste. Foy, Quebec G1V 1Y4 


meP.O. Box 550, 561 Maisonneuve 
Street 
Granby, Quebec J2G 3H5 


= P.O. Box 272, Bernard Road 
Granby, Quebec J2G 8E5 


©3333 Cavendish Boulevard 
Montreal, Quebec H4B 2M5 


©2668 Alta Vista Drive, Suite 205 
Ottawa, Ontario K1V 7T4 


me19 Waterman Avenue 
Toronto, Ontario M4B 1Y2 


me35 Mobile Drive 
Toronto, Ontario M4A 2P6 


me445 Horner Avenue 
Toronto, Ontario M8W 2A7 


me8 Finley Road 
Bramalea, Ontario L6T 1A9 


® 225 Orenda Road 
Bramalea, Ontario L6T 1E6 


eP.O. Box 353, 2445 Industrial Street 
Burlington, Ontario L7P 3E1 


©160 Roger Street 
Waterloo, Ontario N2J 3Z6 


©425 Dundas Street 
London, Ontario N6B 1V9 


® 101 Rockman Street 
Winnipeg, Manitoba R3T OL7 


©1255 Clarence Avenue 
Fort Garry, Manitoba R3T 1T4 


® P.O. Box 550, 914 Douglas Street 
Brandon, Manitoba R7A 5Z7 


meP.O. Box 336, 1600 First Avenue 
Regina, Saskatchewan S4P 3A1 


©7144 Fisher Street S.E. 
Calgary, Alberta T2H OW5 


©14574 — 121A Avenue 
Edmonton, Alberta T5L 4L2 


® P.O. Box 738, 5727 —53A Avenue 
Red Deer, Alberta T4N 5H2 


™e2551 Viking Way 
Richmond, British Columbia 
V6V 1N4 


| FRE (SCs FEDERAL PIONEER LIMITED 
$ PIONEER! and subsidiary companies 


Summary = ten fiscal periods 


Net Sales 
Income taxes on earnings 


Net earnings after taxes and minority interests but 
before extraordinary items 


Net earnings after taxes and extraordinary items 

Earnings per sales dollar (cents) 

Earnings per Class A and B share before extraordinary items 
Earnings per Class A and B share after extraordinary items 


Dividends declared : 
First preference shares 


Class A shares 

Class B shares 
Total 
Property, plant and equipment — at cost 

nee 

Purchases of property, plant and equipment during the year 
Depreciation provided for the year 
Working capital at end of year 
Long-term debt at end of year 
Shareholders’ equity at end of year 


Number of shares outstanding at end of year 
First preference shares 


Class A and B shares 


Equity per share at end of year after allowing for conversion of all 
outstanding first preference shares 


Six Months to 
December 31 


Year Ended December 31 Annualized Year Ended June 30 eS Sa 

1976 1975 1974 1973 1972 1971 —:«*297 4970 «~=~=~—«1969 1968 
$106,928,849  $100,197,052 $75,216,769 $61,296,463 $55,265,422 $50,126,752 $50,815,670 $39,272,817 $36,904,989 $33,579,069 
6,151,362 7,089,779 3,791,125 2,705,499 2,919,597 1,794,000 2,469,000 —*1,870,000 1,880,000 _1,745,000 
8,204,332 9,521,571 4,824,294 3,682,775 2,970,414 1,713,976 2,162,546 1,627,661 1,572,971 1,777,187 
8,204,332 9,521,571 5,376,110 3,432,775 2,976,626 1,347,540 2162546 — 1,627,661 —«‘1,572,971 1,777,187 
7.7 95 71 56 i eee os ee es, “41 yeaa 5.3 
7.24 8.47 4.29 3.31 2.70 1.58 Otis Uiiye 
7.24 8.47 P25 308 271 «+120 204 1.51 “147 ——s«*:.80 
73,379 79,683 83,588 99,801 115,799 125,230 132,443 137,742 143,738 155,072 
719,347 517,898 483,581 439,056 392,188 343,572 312,311 275,732 228444 192,655 
195,797 134,035. 165,171 196,307 227,443 ~=Ss«<300,560 260,136 291,272 323186 323,964 
988,523 731,616 732,340 735,164 735,430 699,362 704890 704,746 +  «©695,368 + ~——=a6 71,691 
21,470,700 «19,917,433 16,156,765 14,642,317 «13,608,924 + +—«12.984,337 «12,174,170 -—+11,349,952—-+10,262098 8,983,718 
10,560,684 10,970,475 ~—«8,526,061 7,656,121 7,555,796 —*7,592,686 7,404,162 7,282,629. +~—=«6,818,067. ~—~«6,004,780 
1,570,420 3,787,611 3,072,204 ‘1,207,826 1,017,823 1,199,371 852,853 1,088,372 1,327,740 —‘1,827,901 
1,971,750 1,322,854 1,090,025 961,362 951,680 659,494 709,763 615,245 483,644. ~=—Ss«445,503 
38,201,675 30,260,168 24,164,899 19,591,511 15,484,888 14,031,679 «13,305,024 «12013808 11,542,611 —«*11,547,564 
4,219,972 4,436,104 5,015,591 4,897,284 4,770,061 4,805,039 4,360,026 4,462,426 4,539,308 4,638,439 
44,253,948 37,038,139 28,248,184 «23,602,214 —«20,793,503 «18,552,307 —«+17.515,904 16,058,248 14,992,358 14,260,855 
26,207 28,698 30,347 35,434 40,846 45,231 46,844 49,933 50,648 53,400 
1,125,199 1,115,235 —«‘1,108,639 1,088,191 1,061,493 1,043,953 1,002,501 +~—«- 990,145 979,115 967,907 
35.98 30.11 22.97 19.19 16.98 15.15 14.72 13.50 12.69 12.07 


DIRECTORS 


BENJAMIN W. BALL, Toronto 
President and Chief Executive Officer of the Corporation 


JOHN B. CLEMENTS, Q.C., Toronto 
Partner, Lash, Johnston (barristers and solicitors) 


EDWARD W. DARBY, Toronto 
Secretary and Treasurer of the Corporation 
(Until his death on December 9, 1976) 


ROGER D. GARON, St. Hyacinthe, Quebec 
Vice-Chairman of the Board of the Corporation and 
President and Director of Aronelle Textiles Ltd. 


MARTIN HORWITZ, New York 
Chairman of the Board and Chief Executive 
Officer — UV Industries, Inc. 


EDWIN JACOBSON, New York 
President and Director — UV Industries, Inc. and 
Chairman of the Board, Federal Pacific Electric Company 


HARRY E. KNUDSON, Jr., Newark, N.J. 
President and Director — Federal Pacific Electric Company 


RICHARD NOONAN, Newark, N.J. 

Chairman of the Board of the Corporation and a Senior 
Vice-President and Director of Federal Pacific 

Electric Company 


HAROLD W. THOMSON, Toronto 
Bank Director 
(Until his death on June 25, 1976) 


JACOB S. VANDERPLOEG, Toronto 
Retired Executive 


Executive Offices: 


19 Waterman Avenue 
Toronto, Ontario, M4B 1Y2 


Head Office: 


101 Rockman Street 
Winnipeg, Manitoba, R3T OL7 


Principal Subsidiary Companies: 


Cemco Electrical Manufacturing Company Limited 
Richmond, British Columbia 


Cofed Limited, Toronto, Ontario 


Federal Electric (Holdings) Limited 
Wolverhampton, England 


Federal Pioneer Eastech Limited 
Truro, Nova Scotia 


La Compagnie Electrique Pioneer du Quebec, Inc., 
Granby, Quebec 


Principal Associated Companies: 


Ultimate Parent Company — 
UV Industries, Inc. 

New York, New York, U.S.A. 
Parent Company — 


Federal Pacific Electric Company 
Newark, New Jersey, U.S.A. 


OFFICERS 


RICHARD NOONAN, Newark, N.J. 
Chairman of the Board 


ROGER D. GARON, St. Hyacinthe, Quebec 
Vice-Chairman of the Board 


BENJAMIN W. BALL, Joronto 
President and Chief Executive Officer 


A. GORDON DALEY, Toronto 
Vice-President and General Manager — 
Distribution Division 


BERNARD J. FERREIRA, Joronto 
Vice-President Manufacturing — 
Distribution Division 


FRANK H. FERRIS, Jr., London, England 
Vice-President and Managing Director of 
Federal Electric Limited, England 


HARRY L. LIVINGSTONE, Winnipeg 
Vice-President and General Manager — 
Apparatus Division 


EDWARD C. MARKWICK, Toronto 
Vice-President Finance and Secretary 


KENNETH J. THOMPSON, Toronto 
Vice-President Marketing 


CHARLES A. WRIGHT, Toronto 
Comptroller and Assistant Secretary 


Others having associated businesses: 


Cornell-Dubilier Electric Corporation 

Newark, New Jersey, U.S.A. 

Cornell-Dubilier Electronics (Canada) Limited 
Toronto, Ontario 

Federal Pacific Electric de Mexico, S.A. de C.V., 
Mexico City, Mexico 

Federal Pacific Electric Ges. m.n.H. 

St. Martin/Innkreis, Austria 


Stock Listings: 


Class A Shares — Toronto Stock Exchange 
5%% First Preference Shares — Toronto Stock Exchange 


Registrars and Transfer Agents: 


5%% Cumulative Convertible First Preference Shares — 
The Canada Trust Company 
Toronto, Montreal, Winnipeg and Vancouver 


Class A Shares — National Trust Company, Limited 
Toronto, Montreal, Winnipeg and Vancouver 


Class B Shares — The Corporation 


6%% Secured Sinking Fund Debentures, Series A — 
The Canada Trust Company 
Toronto, Montreal, Winnipeg and Vancouver 


Trustees for the Debenture Holders: 
The Canada Trust Company, Toronto 


The annual and a special meeting of the shareholders of 
Federal Pioneer Limited is to be held in the Oak Room of 
the Inn on the Park, Eglinton Avenue East at Leslie Street, 
Toronto, Ontario, Canada on Tuesday, the 26th day of 
April, 1977 at the hour of 11 :00 o'clock in the forenoon 
(E-DESoia) 


Unique in Canada is the Bramalea Plant circuit breaker 
activity. 


Financial Highlights 


December 31 


1976 1975 Change 
$ $ % 
Net sales 106,928,849 100,197,052 + 6.7 
Earnings before taxes and minority interests 14,367,567 16,588,877 = eh! 
Net earnings for the year 8,204,332 roy J7/4 = 4) Shs) 
Earnings per sales dollar (cents) Uetf ONS = WS 
Earnings per Class A and B share: 
Undiluted 7.24 8.47 = es 
Fully diluted 6.67 7.74 = sks! 
Dividends declared: 
First preference shares 73,379 79,683 = 9 
Class A shares 719,347 517,898 + 38.9 
Class B shares 195,797 134,035 + 46.1 
988,523 731,616 OOM 
Dividends per share: 
First preference shares 2.75 RAs) — 
Class A shares 0.73 0.56 + 30.4 
Class B shares 1.234 0.56 +120.4 
Property, plant and equipment at end of year — at cost 21,470,700 19,917,433 ap OO/ds! 
— net 10,560,684 10,970,475 = &7/ 
Purchases of property, plant and equipment during the year 1,570,420 3,787,611 = yeh 
Depreciation provided for the year 1,971,750 1,322,854 + 49.1 
Working capital at end of year 38,201,675 30,260,168 + 26.2 
Number of shares outstanding at end of year: 
First preference shares 26,207 28,698 = (3)7/ 
Class A and B shares 1,125,199 Pl 59235 ar (OS) 
Shareholders’ equity at end of year 44,253,948 37,038,139 ar SS) 
Equity per share at end of year after allowing for conversion of all 
outstanding first preference shares 35.98 30.11 ar (Se 
NET SALES NET EARNINGS AFTER TAXES AND EXTRAORDINARY ITEMS 
$ million $ million 


11 


10 


9 


_1968 1969 1970 1971, #1971 1972 1973 1974 1975 1976 1968 1969 1970 1971, #1971 1972 1973 1974 1975 1976 
Financial Period ended Financial Period ended 
June 30 December 31 June 30 December 31 


*6 months figures annualized 3 


Report to the 
shareholders 


The material included elsewhere in this report 
will indicate to the shareholders that the 
Corporation has experienced another year of 
growth. While this may not have been as 
dramatic as that of 1975, the results were attained 
under much more difficult circumstances. There 
was a falling off of prices; a substantial reduction 
in industrial activity, particularly in business 
spending as well as in a number of other 
corporate product lines ; however, a strong 
demand for others in the construction trades area 
benefitted the Corporation in the latter part of the 
year. These shipments expressed in units show a 
greater increase than the dollar equivalents seem 
to indicate. 


It was mentioned in last year’s report that the 
effect of the Anti-Inflation Act would probably 
curtail industrial activity throughout Canada and, 
particularly, in this sector. This has proven to be 
the case and throughout the entire year, your 
officers were unable to establish a clear position 
in regard to the Act. Because of that, and faced 
with rising costs, prices were not increased and 

in many instances fell substantially below those of 
the October-December period of 1975. 


As a result of discussions with officials of the 
Anti-Inflation Board and subsequent action by 
the Board, it seems that the Corporation will not 
suffer financially and the price restraints for the 
first three quarters of 1977 will not be significant 


4 


in the current market. 


Your Corporation remains well positioned for 
growth, because, despite all of the demands for 
conservation, limitations of fuel, high cost of 
money, slowness of the economy, the 
consumption of kilowatt hours has increased in 
Canada close to its historical growth rate. This 
business depends on a continuing broadening 
of the base of generation and consumption of 
kilowatt hours and it would appear, therefore, 
that there is little likelihood of significant change 
in the growth rate forecast in the past. 


The backlog of orders is not uniform in all 
sections of the operation but, in most areas, is 
satisfactory. The lack of large construction 
projects has resulted in softness in the 
engineered products sections and this will be 
remedied by the anticipated resurgence of 
investment in industrial, institutional and 
commercial projects. The Corporation has made 
special efforts to fill this gap with overseas 
securements and has met with some success in 
this regard and is currently negotiating important 
inquiries which could complete our loading for 
the year. 


Because of the market situation, the 
expenditures on plant and machinery were 
curtailed to a level lower than for prior years, but 
during 1976 studies have been made of possible 
future expansions at several locations in Canada. 


The U.K. company has experienced a very strong 
demand for its products in the export market and 
a leased facility of substantial size is currently 
under construction for this branch of the 
Corporation. 


This report has been prepared to indicate the 
breadth of our operation throughout Canada, our 
commitments in nearly every province, the 
demographic distribution of employees, 
shareholders and business done together with 
taxes paid and other indications of the citizenship 
and concern throughout Canada as a whole, 
which is clearly on a national scale. 


Throughout the year, the whole-hearted 
support of all employees was required and 
graciously provided. The Board expresses its 
appreciation for the quality of services received 
on behalf of the Board. 


Submitted on behalf of the 
Board of Directors 


JEM Faw 


B. W. BALL 
President and Chief Executive Officer 
March 1977 


Last June, Harold W. Thomson, Director of 
the Corporation since retirement from the 
Canadian Imperial Bank of Commerce, — 
died suddenly. Mr. Thomson’s association 
with predecessor companies began in the 
1940° s during his career with the Bank, 
and his assistance has been important for 
all of that time and particularly as a 
Director. His pleasant personality, coupled 
with his sound business judgement, will 
be greatly missed. _ 


In December, after a long and painful 
illness, our Secretary-Treasurer and 
Director, Edward W. Darby died. Mr. Darby 


joined CEMCO Electrical Manufacturing 


Company in 1946 and had been Chief 
Financial Officer since that time. He had 
presided over the accounts during a period 
when the activity increased one hundred 
fold. The warmth of Mr. Darby’s 
personality and his integrity were of great 
value to the operation Gorh internally 

and externally. 


To both the Thomson and Darby families, 
the Directors extend their deep 
appreciation and sympathy. 


Gigantic transformers for the Nelson River D.C. 
transmission lines of Manitoba Hydro, at the 
Winnipeg plant. 


The latest in rotary plastic moulding equipment at Electric heating elements are automatically “finned” at Toronto plant. 
Waterman plant. 


Special panels for hospital use are 
produced at the Truro plant. 


Federal Pioneer Limited in 
Canada from coast to coast 


From its earliest days, your Corporation 
determined that its success would be furthered by 
having manufacturing plants strategically located 
from coast to coast in Canada. As a result of this 
decision, factories are now operating in all of the 
principal marketing areas of the country. Ours is 
one of the few manufacturers serving the 
electrical industry with so broad a base of 
operation and this fact has enabled it to excel in 
serving the particular needs of each region. This 
is particularly important in Canada where 
requirements can differ from region to region, 
permitting a local facility to meet better the needs 
of the local market. Figure A illustrates the 
distribution of the Corporation’s assets employed 
in these various locations. 


It follows that our employee population is 
similarly distributed across the nation. As will 
be seen in Figure B, this demographic 
distribution contributes by way of commercial 
and social activity to a wide spectrum of 
national interest. 


Taxes are paid by your Corporation in these 
widely-scattered communities. Figure C 
illustrates the taxes paid by our establishments in 
the various provinces exclusive of our employees’ 
contributions. 


Finally, as Figure D shows, our Canadian 
shareholders represent nearly every region in our 
country. 


Salaries and wages — $31.26 million 


Gross assets employed — $58.95 million 


Taxes — $3.35 million 


Canadian shareholders — 756 


FRE fF eoerat FEDERAL PIONEER LIMITED 
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Consolidated statement of earnings and retained earnings 


Year ended December 31 


1976 1975 
Net sales $106,928,849 $100,197,052 
Earnings before deducting the undernoted items $ 16,969,840 $ 18,983,247 
Deduct: 
Depreciation 1,971,750 1,322,854 
Amortization of debenture discount and expenses 11,736 12,168 
Interest on long-term debt 318,876 332,120 
Other interest 299,911 727,226 
2,602,273 2,394,370 
Earnings before income taxes and minority interests 14,367,567 16,588,877 
Income taxes: 
Current 5,642,932 6,749,401 
Deferred 508,430 310,378 
6,151,362 7,059,779 
Earnings before minority interests 8,216,205 9,529 09S 
Minority interests 11,873 Joer 
Net earnings for the year 8,204,332 9,527 5/4 
Retained earnings at beginning of year 29,931,007 21,141,052 
38,135,339 30,662,623 
Deduct: Dividends declared (Note 7) — 
On first preference shares, Series A — $2.75 per share 
(1975 — $2.75) 73,379 79,683 
On Class A Shares — 73¢ per share (1975 — 56¢) 719,347 517,898 
On Class B shares — $1.234 per share (1975 — 56¢) 195,797 134,035 
988,523 731,616 
Retained earnings at end of year $ 37,146,816 $ 29,931,007 
Earnings per Class A and Class B share (Note 9) $7.24 $8.47 
Fully diluted earnings per share (Note 9) 6.67 7.74 


FRE EDERA a FEDERAL PIONEER LIMITED 


|P1ONEER 


Consolidated balance sheet 


ASSETS 
Current assets : 
Cash 
Accounts receivable 
Receivable from affiliated companies 
Inventories (Note 2) 
Prepaid expenses, tender and other deposits 


Fixed assets (Note 3) 
Goodwill (Note 4) 
Debenture discount and expenses 


LIABILITIES 


Current liabilities : 
Bank indebtedness (Note 5) © 
Notes payable 
Accounts payable and accrued liabilities 
Payable to affiliated companies 
Income and other taxes payable 
Dividends payable 


Deferred income taxes 
Long-term debt (Note 6) 
Minority interests 


SHAREHOLDERS’ EQUITY 


Share capital (Note 7) 
Retained earnings (Note 12) 


APPROVED BY THE BOARD: 


R. Noonan, Director 


Auditors’ report 


To the Shareholders of 
Federal Pioneer Limited : 


We have examined the consolidated balance 


sheet of Federal Pioneer Limited as at December 


31, 1976 and the consolidated statements of 
earnings and retained earnings and changes in 
financial position for the year then ended. Our 
examination was made in accordance with 
generally accepted auditing standards, and 
accordingly included such tests and other 
procedures as we considered necessary in the 
circumstances. 


| and subsidiary companies 


B. W. Ball, Director 


December 31 


1976 1975 

$ 31,496 $ 1,060,680 
23,790,736 24,134,541 
24,162 143,813 
29,012,783 24,139,134 
804,942 905,028 
53,664,119 50,383,196 
10,560,684 10,970,475 
1,603,281 1,603,281 
86,192 97,928 
$65,914,276 $63,054,880 
$ 1,473,810 >. 092,143 
— 4,000,000 
10,853,173 9,730,907 
1,294,647 325,108 
1,570,141 4,722,810 
270,673 152,010 
15,462,444 20,123,028 
1,917,767 1,409,337 
4,219,972 4,436,104 
60,145 48,272 
7,107,132 TEENA Aes 
37,146,816 29,931,007 
44,253,948 37,038,139 
$65,914,276 $63,054,880 


In our opinion, these consolidated financial 
statements present fairly the financial position 
of the company as at December 31, 1976 and 
the results of its operations and the changes in 
its financial position for the year then ended in 
accordance with generally accepted accounting 
principles applied on a basis consistent with 
that of the preceding year. 


Toronto 
February 11, 1977 


PRICE WATERHOUSE & CO. 
Chartered Accountants 
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Notes to consolidated financial 
statements 


December 31, 1976 


1. Accounting policies: 


The accompanying financial statements include the 
accounts. of Federal Pioneer Limited and all of its sub- 
sidiary companies. Four foreign subsidiaries have fiscal 
years ending September 30 and their accounts are 
included as of that date. 


Foreign currencies have been translated into Canadian 
dollars as follows: 


Current assets and liabilities — at the exchange rates 
prevailing on December 31, 1976. 


Fixed assets, retained earnings and depreciation 
expense — at the appropriate historical rates. 


Revenue and expenses other than depreciation — at the 
average rate for the fiscal period. 


Fixed assets are stated at cost. Expenditures on major 
replacements, extensions and improvements are capitalized. 
Cost of maintenance, repairs and renewals or replacements 
other than those of a major nature are charged to expense 
as incurred. The Corporation and its subsidiaries generally 
provide for depreciation using the diminishing balance 
method applying rates which will reduce the original cost 
to the estimated residual value over the useful lives of the 
assets. The annual rates used are 5%-10% for buildings 
and 20% for machinery and equipment. Moulds, jigs and 
dies are fully depreciated in the year of acquisition. 


Research and development costs are expensed in the 
period in which the costs are incurred. 


Inventories are valued at the lower of cost and net realiz- 
able value, cost being determined generally by the first-in 
first-out (FIFO) method but with certain inventories being 
valued on an ‘average’ basis. 


Goodwill is not being amortized as no impairment in 
vaiue is considered to have taken place. 


2. Inventories: 
December 31 


1976 1975 
Raw material and work in process $28,930,620 $24,445,555 
Finished goods 3,169,625. 17999'029 
32,096,245 26,444,584 
Less: Progress payments (3,083,462) (2,305,450) 


$29,012,783 $24,139,134 
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3. Fixed assets: December 31 


1976 1975 
Cost- 
Land $ 364,919 $ 364,919 
Buildings 8,031,012 8,187,225 
Machinery and equipment 13,074,769 11,365,289 
21,470,700 19,917,433 
Accumulated depreciation— 
Buildings 211,184 . 2,361,210 
Machinery and equipment 8,132,252 6,589,688 
10,910,016 8,946,958 
Net book value — 
Land 364,919 364,919 
Buildings 5,253,248: . 9,629,955 
Machinery and equipment 4,942,517 4,775,601 
~ $10,560,684 $10,970,475 


4. Goodwill: 
Goodwill represents the excess of cost of shares of sub- 
sidiaries over net book value at dates of acquisition. 


5. Bank indebtedness: 

Bank indebtedness of foreign subsidiaries amounting to 
$362,905 (1975 — $592,143) is secured by a floating 
charge on all of their assets. 


6. Long-term debt: December 31 


1976 1975 

6%4% secured sinking fund debentures, 

Series A, maturing April 15, 1987, with 

annual sinking fund payments of $145,000 

in 1977 and thereafter gradually increasing 

to $267,000 in 1986. The balance of 

$1,505,000 is payable at maturity $3,515,000 $3,651,000 
10% mortgage loan repayable in monthly 

instalments maturing in 1990 558,386 568,603 
6%% mortgage loan repayabie in monthly 

instalments maturing in 1989 263,073 219,922 
8%% chattel mortgage loan of subsidiary 

repayable in monthly instalments 

maturing in 1982 62,146 70,465 
Loan of subsidiary of £15,000 repayable in 

1977 without interest 25,770 68,360 

4,424,375 4,633,950 

Amount payable within one year included in 

current liabilities 204,403 197,846 
Amount payable after one year 


$4,219,972 $4,436,104 


The aggregate amount of long-term debt required to be 
repaid in each of the next five years is: 


1977 $ 204,403 
1978 192,511 
1979 206,642 
1980 221,050 
1981 237,199 

$1,062,365 


The 6%% secured sinking fund debentures, Series A, are 
secured by a Deed of Trust and Mortgage which, inter 
alia, provides for dividend restrictions under certain condi- 


tions. The financial position of the Corporation is such that 
these restrictions are not applicable at this time. 


7. Share capital: 
The description of the share capital set out below has 
been altered to recognize the concept of no par value shares 
in accordance with The Corporations Act of Manitoba 
which came into force on November 1, 1976. 

December 31 


1976 1975 


First preference shares, voting, issuable in 
series— 

Authorized-146,207 shares of which 
26,207 shares are designated as 52% 
cumulative convertible first preference 
shares, Series A 

Outstanding — 26,207 first preference 
shares, Series A (1975 — 28,698 
shares) 

Class A shares, voting — 
Authorized — 3,215,172 shares 
Outstanding — 991,491 shares 

(1975 — 925,927 shares) 

Class B shares, voting, convertible — 
Authorized — 1,500,000 shares of which 

444 800 have been issued and converted 

to Class A shares 


Outstanding — 133,708 shares 
(1975 — 189,308 shares) 


$1,310,350 $1,434,900 


5,692,642 5,524,791 


147,441 
$7,107,132 


104,140 
$7,107,132 


5%% cumulative convertible first preference shares, Series A— 
Each first preference share, Series A, is convertible into 

four Class A shares up to and including January 15, 1979. 
The conversion rate is subject to adjustment to protect the 
conversion privilege against dilution in certain events. The 
first preference shares, Series A, are entitled to a dividend of 
$2.75 per share per annum and are redeemable at $51.00 
per share. 


Class B shares— 

55,600 Class B shares may be converted during each 
dividend year (a twelve month period commencing on 
February 4 in each year) into Class A shares on a share for 
share basis provided certain conditions have been met with 
respect to earnings and payment of Class A share divi- 
dends. After the Class A shares have received dividends 
aggregating 56 cents per share and the Class B shares have 
received dividends aggregating 5.6 cents per share in any 
dividend year, the Class B shares are entitled to receive 
additional dividends aggregating 50.4 cents per share 
before any further dividends are paid on the Class A shares. 
In prior years these additional dividends were declared in 
the calendar year following that in which the basic divi- 
dends of 5.6 cents were declared. In 1976, because of the 
increase in dividend rates it was necessary to advance the 
declaration date of the additional dividends for the current 
year. As a result two such additional dividends were 
declared in 1976 and the aggregate dividends declared on 
the Class B shares exceeded those on the Class A shares 
by 50.4 cents per share. However, this only resulted from 
the timing of the dividend declarations and the annual rate 
of dividends paid on the Class B shares continues to be 
the same as that for the Class A shares. 


Dividends in excess of 56 cents per share are to be paid 
equally on both classes of shares. 


Changes in share capital during the year— 

2,491 5%% cumulative convertible first preference shares, 
Series A, were converted into 9,964 Class A shares at the 
stated value of $124,550. This conversion reduced both 
the authorized and outstanding first preference share 
capital by 2,491 shares and increased both the authorized 
and outstanding Class A share capital by 9,964 shares. 
55,600 Class B shares held by the parent company, 
Federal Pacific Electric Company, were converted into 
Class A shares in accordance with the conversion privilege 
referred to above. 


8. Remuneration of directors and senior officers: 
The total remuneration paid to all directors and senior 
officers during the year amounted to $645,594 (1975 — 
$560,/17). 


9. Earnings per share: 
The calculations of earnings per share shown in the con- 
solidated statement of earnings and retained earnings are 
based on the weighted average number of shares out- 
standing during each year. Dividends declared on the 
preference shares were deducted from consolidated earn- 
ings for purposes of the calculations. 

The calculations of fully diluted earnings per share 
assume the conversion of all preference shares (Note 7). 


10. Long-term leases: 

The Corporation and its subsidiaries are lessees under 
long-term leases (leases with an unexpired term in excess 
of three years) for plants, warehouses and sales offices. 
The longest term of any such lease expires in 1995. The 
rentals payable on such properties in 1977 will be $153,000 
(1976 — $79,000) and the aggregate rentals payable for 

the unexpired terms will be $1,322,000 (1975 — 
$1,153,000). 


11. Unfunded pension costs: 

Based on an estimate by independent actuaries, the 
Pension Trust Fund was fully funded by a payment in 
1976. The cost of such funding is being charged to 
operations over a period of five years, commencing with 
1976. As at December 31, 1976, $240,000 remains to be 
charged. 


12. Anti-Inflation Act: 
The Corporation and its subsidiary companies trading in 
Canada are subject to controls on prices, profits, compen- 
sation and dividends instituted by the Federal Government 
in the Anti-Inflation Act effective October 14, 1975. 
Agreement has been reached with the Anti-Inflation 
Board as to the status under the Act in respect of the 1975 
fiscal year and as to the criteria to be applied in respect of 
1976. On this basis and because of current economic 
circumstances no provision for any corrective action is 
considered necessary. 


13. Foreign operations: 

The net sales, net earnings and assets employed in 
operations outside of Canada are less than 10% of the total 
for the Group. 
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Consolidated statement of changes in financial position 


Source of working capital : 
Net earnings for the year 
Items not requiring working capital — 
Depreciation and amortization 
Deferred income taxes 
Minority share of profits 


Working capital provided from operations 


Reduction in goodwill arising on acquisition of additional 
shares in subsidiary 


Disposals of fixed assets 


Use of working capital : 


Fixed asset additions, less Government assistance grants of 
$265,895 (1975 — $394,033) 


Dividends 
Reduction in long-term debt 
Decrease in minority interests 


Increase in working capital 
Working capital at beginning of year 
Working capital at end of year 


Components of increase in working capital : 
Increase (decrease) in current assets — 
Cash 
Accounts receivable 
Receivable from affiliated companies 
Inventories 
Prepaid expenses, tender and other deposits 


Decrease (increase) in current liabilities — 
Bank indebtedness 
Notes payable 
Accounts payable and accrued liabilities 
Payable to affiliated companies 
Income and other taxes payable 
Dividends payable 


Increase in working capital 
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Year ended December 31 


1976 1975 
$ $204.332 § 5621571 
1,983,486 1,335,022 
508,430 310,378 
11,873 7,527 
10,708,121 11,174 498 
10,942 
8,461 20,343 
10,716,582 11,205,783 
1,570,420 3,787,611 
988,523 731,616 
216,132 579,487 

- 11,800 
2,775,075 5,110,514 
7,941,507 6,095,269 
30,260,168 24,164,899 

$ 38,201,675 $ 30,260,168 
$ (1,029,184) $ 1,006,211 
(343,805) 9,249,203 
(119,651) 19,823 
4,873,649 (3,506,368) 
(100,086) (810,496) 
3,280,923 5,958,373 
(881,667) 4,482,907 
4,000,000 (2,000,000) 
(1,122,216) (36,298) 
(369,539) 611,403 
3,152,669 (2,914,321) 
(118,663) (6,795) 
4,660,584 136,896 

$ 7,941,507 $ 6,095,269 
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FEDERAL 
eos 


Report to Shareholders 


Cy’ For the six months ended June 30, 1976 


FEDERAL PIONEER LIMITED 
and Subsidiary Companies Tope WI EN FRANCAIS AU VERSO 


CONSOLIDATED FINANCIAL DATA 


For the six months ended June 30 


1976 1975 
Net sales Vv $55,243,971 “$47,870,455 
Earnings before income taxes $ 7,680,319 $ 7,369,388 
Income taxes 3,563,550 3,419,000 
Net earnings “ $ 4,116,769 LS 3,950,388 
*Earnings per Class A and Class B share Y $3.64 Y $3.51 
Fully diluted earnings per share SLE 3.21 


*Calculated after giving effect to First Preference Share dividends (1976 — $37,224; 1975 — $40,072). The weighted 
average number of Class A and Class B shares outstanding during the six months ended June 30, 1976 was 1,120,064 
and during the six months ended June 30, 1975 was 1,112,662. 


The above figures are unaudited and subject to year-end adjustments. 


The Company is subject to the Anti-Inflation Act Regulations. Discussions are still being held with officials of the Anti- 
Inflation Board to determine the impact, if any, of these Regulations on the earnings for the current fiscal year. In the 
meantime the Company is using its best efforts to comply with the guidelines. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF WORKING CAPITAL 
For the six months ended June 30 


1976 1975 
Source of working capital : 
Net earnings for the period $ 4,116,769 $ 3,950,388 
Items not requiring working capital — 
Depreciation and amortization 760,164 615,482 
Deferred income taxes 51,550 — 
Minority share of profits Don eoo ep eIOaO: 
Working capital provided from operations 4,930,434 4,569,218 
Use of working capital : 
Fixed asset additions — net 679,772 2,648,170 
Dividends 529,005 427,567 
Reduction in long-term debt 161,471 150,329 
1,370,248 3,226,066 
Increase in working capital 3,560,186 1,343,152 
Working capital at beginning of period 30,260,168 24,164,899 
Working capital at end of period $33,820,354 $25,508,051 
FEDERAL PIONEER LIMITED NOTICE OF CHANGE OF ADDRESS 


IF YOUR ADDRESS HAS BEEN CHANGED PLEASE FILL IN AND MAIL THIS FORM TO: 


For First Preference Shareholders 
CANADA TRUST COMPANY, 110 Yonge Street, Toronto M5C 1T4 


For Class A Shareholders 
NATIONAL TRUST COMPANY, LIMITED, 21 King Street East, Toronto M5C 1B3 


STOCK REGISTERED IN NAME OF (TYPE OR PRINT) 


NEW ADDRESS 


OLD ADDRESS 


DATE Signature of Shareholder 


(Sign name exactly as it appears on share certificate) 
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